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D) (m) A copy of the SIPC Supplemental Report.
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STEPHEN M. SMITH & COMPANY, LLC
CERTIFIED PUBLIC ACCOUNTANTS
509 MADISON AVENUE, 4" FLOOR
NEW YORK, NY 10022-5501
TEL(212) 750-8161 Fax (212) 750-5228

INDEPENDENT AUDITOR’'S REPORT

To the Officers and Directors of
Crusader Securities, LLC

67 Hampton Road, Suite 7
Southampton, NY 11968

We have audited the accompanying statement of financial condition of Crusader Securities, LLC
as of December 31, 2005, and the related statements of operations, changes in member's
equity, changes in liabilities subordinated to the claims of general creditors and cash flows for
the year then ended. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based
on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Crusader Securities, LLC as of December 31, 2005, and the results of
its operations and its cash flows for the year ended, in conformity with generally accepted
accounting principles.

Our audit was made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in the accompanying schedule(s) is presented for
purposes of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by Rule 17a-5 of the Securities and Exchange Commission.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, the information is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

Sephers M. 2A P opmy e

Stephen M. Smith & Company, LLC
New York, NY
February 21, 2006




CRUSADER SECURITIES, LLC
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2005

ASSETS
Cash and cash equivalents
Accounts receivable
Loans & exchanges
Security deposits
Furniture and equipment at cost, less accumulated
depreciation of $ 68,586

Total assets

LIABILITIES AND MEMBER'S EQUITY
Liabilities

Accounts payable
Accrued expenses & taxes

Members' Equity

Total liabilities and members' equity

The accompanying notes are an integral part of this statement
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$ 36,494
179,790
38,122
3,200

$ 257,606

$ 6,846

16,970

23,816

233,790

$ 257,606




CRUSADER SECURITIES, LLC
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2005

REVENUE
Advisory fees $ 162,500
M&A fees 300,000
Capital placement fees 625,656
Public transaction fees 90,000
Other revenues 57,723
Sales credits & adjustments (318,593)
Interest income 24,766
Total revenue 942 052
EXPENSES
Employee compensation & benefits 267,260
Interest expense 5,038
Regulatory fees & expenses 3,462
Other expenses 731,578
Total expenses 1,007,338
NET INCOME (LOSS) $ (65,286)

The accompanying notes are an integral part of this statement
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CRUSADER SECURITIES, LLC
STATEMENT OF CHANGES IN MEMBERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2005

Balance - beginning of the year $ 37,975
Net income (loss) (65,286)
Capital contributed 261,101

Capital withdrawn -

Balance - end of the year $ 233,790

The accompanying notes are an integral part of this statement
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CRUSADER SECURITIES, LLC
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO THE CLAIMS OF GENERAL CREDITORS
FOR THE YEAR ENDED DECEMBER 31, 2005

The accompanying notes are an integral part of this statement
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CRUSADER SECURITIES, LLC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2005

Cash flows from operating activities:

Net Income (loss) $ (65,286)
Adjustments to reconcile net income to
cash used in operating activities:
Depreciation -
Changes in assets and liabilities
Increase in accounts receivable (159,790)
Increase in other assets (38,122)
Increase in accounts payable 5,657
Increase in other liablilities 7,238
Net cash used in operating activities (250,303)
Cash flows from financing activities:
Changes in members' equity
Cash contributed 261,101
Cash withdrawn -
Net cash provided by financing activities 261,101
Net increase (decrease) in cash 10,798
Cash and cash equivalents - beginning of the year 25,696
Cash and cash equivalents - end of the year $ 36,494

The accompanying notes are an integral part of this statement
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Note 1-

Note 2-

b)

Note 3-

Note 4-

CRUSADER SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2005

Nature of Business

Crusader Securities, LLC (The “Company”) is a New York State limited
liability company licensed to conduct business as a limited broker/dealer
in mutual funds, limited partnerships and variable annuities. The
Company operates pursuant to the k (i) exemptive provision of SEC Rule
5¢3-3.

Summary of Significant Accounting Policies

Revenue Recognition
Securities transactions (and the recognition of related income and
expenses) are recorded on a trade date basis.

Cash and Cash Equivalents
The Company considers demand deposited money market funds to be
cash and cash equivalents.

Income Taxes
The Company is a Limited Liability Company and therefore is not subject
to federal, state and city income taxes.

Commitments & Contingencies
-NONE-

Net Capital Requirement

The Company is subject to the Securities and Exchange
Commission’s Uniform Net Capital Rule 15¢3-1, which requires the
maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not
exceed 1000%. At December 31, 2005, the Company’s net capital
of $12,678 was $7,678 in excess of the required net capital of
$5,000. The Company’s aggregate indebtedness to net capital was
1.87 to 1.




(SCHEDULE 1)
CRUSADER SECURITIES, LLC

COMPUTATION OF NET CAPITAL UNDER S.E.C. RULE 15C3-1
DECEMBER 31, 2005

NET CAPITAL
Members' equity $ 233,790
Deductions:
Non-allowable assets 221,112
Haircuts -
Net Capital $ 12,678

AGGREGATE INDEBTEDNESS
Accounts payable and accrued expenses $ 23,816

Total aggregate indebtedness $ 23,816

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required $ 5,000
Excess net capital $ 7,678
Excess net capital at 1000% $ 10,296
Ratio: Aggregate indebtedness to net capital 1.87 to 1

RECONCILIATION WITH COMPANY'S COMPUTATION
(included in Part Il of Form X-17A-5 as of December 31, 2004)

Net capital, as reported in Company's Part |l (unaudited)
FOCUS report $ 12,678
Net audit adjustments -

Net capital, as above $ 12,678

The accompanying notes are an integral part of this statement
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STEPHEN M. SMITH & COMPANY, LLC
CERTIFIED PUBLIC ACCOUNTANTS
509 MADISON AVENUE, 4™ FLOOR
NEW YORK, NY 10022-5501
TEL(212) 750-8161 Fax (212) 750-5228

INDEPENDENT AUDITOR’S SUPPLEMENTARY REPORT ON INTERNAL
CONTROL STRUCTURE

Board of Directors of
Crusader Securities, LLC

In planning and performing our audit of the financial statements and supplemental schedules of
Crusader Securities, LLC (the Company), for the year ended December 31, 2005, we
considered its internal control structure, including procedures for safeguarding securities, in
order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company including tests of
such practices and procedures that we considered relevant to the objectives stated in rule 17a-
5(g) in making the periodic computations of aggregate indebtedness (or aggregate debits) and
net capital under rule 17a-3(a)(11) and for determining compliance with the exemptive
provisions of rule 15¢3-3. Because the Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities, we did not review the
practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8
of Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System.

The management of the Company is responsible for establishing and maintaining an internal
control structure and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments by management are required to assess the
expected benefits and related costs of internal control structure policies and procedures and of
the practices and procedures referred to in the preceding paragraph and to asses whether those
practices and procedures can be expected to achieve the SEC’s above-mentioned objectives.
Two of the objectives of an internal control structure and the practices and procedures are to
provide management with reasonable but not absolute assurance that assets for which the
Company has responsibility are safeguarded against loss from unauthorized use or disposition
and that transactions are executed in accordance with management’s authorization and
recorded properly to permit preparation of financial statements in accordance with generally
accepted accounting principles. Rule17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.




Because of inherent limitations in any internal control structure of the practices and procedures
referred to above, errors or irregularities may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that they may become inadequate
because of changes in conditions or that the effectiveness of their design and operations may
deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters in
the internal control structure that might be material weaknesses under standards established by
the American Institute of Certified Public Accountants. A material weakness is a condition in
which the design or operation of the specified internal control structure elements does not
reduce to a relatively low level the risk that errors or irregularities in amounts that would be
material in relating to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions.
However, we noted no matters involving the internal control structure, including procedures for
safeguarding securities, that we consider to be material weaknesses as defined above.

We understand that procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a
material inadequacy for such purposes. Based on this understanding and on our study, we
believe that the Company’s practices and procedures were adequate at December 31, 2005 to
meet the SEC’s objectives.

This report is solely for the use of the Board of Directors, management, the SEC, the NASD and
other regulatory agencies which rely on rule 17a-5(g) under the Securities Exchange Act of
1934 in their regulation of registered brokers and dealers, and should not be used for any other
purpose.

Seplers M. Spoth FCoupry, L

Stephen M. Smith & Company, LLC
New York, NY
February 21, 2006
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